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1 . GNZ COMMENTS ON US DAIRY SITUATION. AS SUMMARIZED 
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PARA. 2 REFTEL, REFER TO A NONTYPICAL SITUATION OF LIMITED 
DURATION. NORMAL SITUATION, SUBJECT TO SEASONAL 
VARIATION, IS CHARACTERIZED BY EXCESS PRODUCTION, DEPRESSED 
PRICES, AND MANDATORY GOVERNMENT SUPPORT ACTIVITY. 

2. THESE CONDITIONS ARE KEY ELEMENTS OF PRESENT 
SITUATION. US DAIRY PRICES BROKE IN LATE DECEMBER 
AND HAVE SINCE DECLINED SHARPLY. AVERAGE WHOLESALE 
BUTTER PRICES DROPPED FROM 1 14.75 CENTS PER POUND ON 
DECEMBER 19 TO 81.75 ON FEBRUARY 6; THIS IS ONE-HALF 
CENT ABOVE SUPPORT. ON THE WEST COAST, THE PRICE 
REACHED THE SUPPORT LEVEL, AND SMALL CCC PURCHASES WERE 
MADE IN EARLY FEBRUARY. SUBSTANTIAL CCC BUYING IS 
EXPECTED AFTER APRIL 1 WHEN, AS REQUIRED BY LAW, NEW 
HIGHER CCC PURCHASE PRICES WILL BECOME EFFECTIVE. 

CHEDDAR CHEESE PRICES ARE NEAR THE 85 CENTS SUPPORT LEVEL, 
HAVING FALLEN 16 CENTS IN PAST SIX WEEKS. NONFAT DRY 
MILK PRICES HAVE BEEN AT OR NEAR SUPPORT LEVEL OF 62.40 
CENTS PER POUND SINCE EARLY JANUARY. CCC PURCHASING 
RESUMED ON JANUARY 6 AND TOTALED 9 MILLION POUNDS 
THROUGH FEBRUARY 12. PRESENT CCC INVENTORIES OF 
APPROXIMATELY 430 MILLION POUNDS ARE EXPECTED TO 
INCREASE TO UP TO 600-700 MILLION POUNDS BY END OF 

FISCAL YEAR. 

3. CCC DAIRY PURCHASE COSTS IN CALENDAR 1975 WERE 
379.9 MILLION DOLLARS, UP 180.7 MILLION DOLLARS FROM 
1974. CALENDAR 1976 COSTS EXPECTED TO BE SUBSTANTIALLY 
HIGHER. 

4. CHANGE IN MARKET SITUATION "FROM WHEN QUOTAS FIRST 
INTRODUCED" IS THEREFORE ONE OF DEGREE. THE US HAS 

TRIED TO REDUCE THE BURDEN OF HEAVY GOVERNMENT INVENTORIES 
AND BELIEVES IT HAS ACHIEVED PROGRESS WITHOUT DISRUPTING 
MARKETS AT HOME OR ABROAD. NEVERTHELESS, THE ESSENTIAL 
PROBLEM, PRODUCTION IN EXCESS OF COMMERCIAL DEMAND, 

IS STILL PRESENT AND CANNOT BE IGNORED IN THE EXECUTION 
OF US ECONOMIC POLICY. ANY NOTION THAT MARKET DEMAND 
IS OUTSTRIPPING PRODUCTION, THAT WHOLESALE DAIRY PRICES 
ARE BUOYANT, AND THAT DAIRY FARMERS ARE PROSPEROUS IS 
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SIMPLY CONTRARY TO THE FACTS. 

5. AT A CONVENIENT OPPORTUNITY, THE EMBASSY SHOULD 
CONVEY THE SUBSTANCE OF THE FOREGOING TO GNZ. KISSINGER 
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